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(g) If the policy lapses due to non-pay-
ment of the premium, does the policy-
holder nonetheless have a choice of re-
ceiving the cash value or paid-up insur-
ance? Yes, the policyholder will have 
that choice, along with the option to 
reinstate the policy (see section 8.10 for 
reinstatement of a policy). However, if 
a policyholder does not make a selec-
tion, VA will apply the cash value to 
purchase paid-up insurance. Paid-up in-
surance may be surrendered for cash at 
any time. 

(h) If a policyholder elects to receive ei-
ther the cash surrender or paid-up insur-
ance due to lapse or voluntary cancella-
tion of a term-capped policy, may the 
original term-capped policy be reinstated? 
Yes, the term-capped policy may be re-
instated but the policyholder, in addi-
tion to meeting the reinstatement re-
quirements of term policies, must also 
pay the current reserve value of the re-
instated policy. 

[65 FR 54799, Sept. 11, 2000. Redesignated at 
67 FR 54739, Aug. 26, 2002] 

PART 8a—VETERANS MORTGAGE 
LIFE INSURANCE 

Sec. 
8a.1 Definitions. 
8a.2 Maximum amount of insurance. 
8a.3 Effective date. 
8a.4 Coverage. 

AUTHORITY: 38 U.S.C. 501, and 2101 through 
2106, unless otherwise noted. 

SOURCE: 37 FR 282, Jan. 8, 1972, unless oth-
erwise noted. 

§ 8a.1 Definitions. 
(a) The term housing unit means a 

family dwelling or unit, together with 
the necessary land therefor, that has 
been or will be purchased, constructed, 
or remodeled with a grant to meet the 
needs of an eligible veteran and of his 
or her family, and is or will be owned 
and occupied by the eligible veteran as 
his or her home, or a family dwelling 
or unit, including the necessary land 
therefor, acquired by an eligible vet-
eran to be used as his or her residence 
after selling or otherwise disposing of 
title to the housing unit for which his 
or her grant was made. 

(b) The term Veterans Mortgage Life 
Insurance (VMLI) means the mortgage 

protection life insurance authorized for 
veterans under 38 U.S.C. 2106. 

(c) The term initial amount of insur-
ance means the amount of insurance 
corresponding in amount to the unpaid 
principal of a mortgage loan out-
standing on a housing unit owned or to 
be acquired by an eligible veteran on 
August 11, 1971, or on the date of ap-
proval of his or her grant made under 
chapter 21 of title 38 U.S.C., whichever 
is the later date. 

(d) The term mortgage loan means any 
loan, lien, or other indebtedness in-
curred by an eligible veteran to buy, 
build, remodel, or enlarge a housing 
unit, the payment of which loan, lien, 
or indebtedness is secured by a mort-
gage lien, or other equivalent security 
of record, on the housing unit in the 
usual legal form employed in the com-
munity in which the property is situ-
ated. The term also includes refi-
nancing of such an indebtedness to 
avoid a default, to consolidate liens, to 
renew or extend the time for payment 
of the indebtedness, and in cases where 
the housing unit is being bought, built, 
remodeled, or enlarged by increasing 
the amount of such an indebtedness. 

(e) The term owned means the eligi-
ble veteran has or will acquire an in-
terest in the housing unit which is: 

(1) A fee simple estate, or 
(2) A leasehold estate, the unexpired 

term of which, including renewals at 
the option of the lessee, is not less 
than 50 years, or 

(3) An interest in a residential unit in 
a cooperative or a condominium type 
development which in the judgment of 
the Under Secretary for Benefits or the 
Director, Loan Guaranty Service, pro-
vides a right of occupancy for a period 
of not less than 50 years: Provided, The 
title to such estate or interest is or 
shall be such as is acceptable to pru-
dent lending institutions, informed 
buyers, title companies, and attorneys, 
generally, in the community. 

[37 FR 282, Jan. 8, 1972, as amended at 42 FR 
43835, Aug. 31, 1977; 61 FR 29027, June 7, 1996] 

§ 8a.2 Maximum amount of insurance. 

(a) Each eligible veteran is author-
ized up to a maximum of $90,000 in 
VMLI to insure his or her life during 
periods he or she is obligated under a 
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